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Your Biggest Lending Problem 


And isn’t it your biggest responsibility as well—namely, a duty 
not to let the pressure of funds color your judgment in setting 
a sensible value for appraisal and mortgage lending purposes? 


ANY members who attended 
MBA’s New York Convention 
came away with the same con- 

clusion I did—that the highlights of the 
convention were current costs of con- 
struction and market prices, and how 
far appraisers, FHA, and lenders are 
going toward recognizing these impor- 
tant elements. 


To my mind there came out of the 
convention a very important and definite 
pattern for mortgage bankers and ap- 
praisers to follow. It is: do not permit, 
under any circumstances, the pressure of 
idle funds to color the appraiser’s judg- 
ment or yours in establishing value for 
mortgage purposes. Lending institutions, 
mortgage bankers, and appraisers should 
and must present a united front against 
that part of construction costs and that 
part of the market price of existing 
construction which are inflationary. 


There does not appear to be 
justifiable reason why a prospective bor- 


rower, either building a new home or 


any 


purchasing an existing one, should ex- 
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pect the appraiser or the lender to give 
credit for that portion of the construc- 
tion costs or of the 
purchase price rep- 
resenting premium 
because of the ef- 
fect of the law of 
supply and demand 
blindly 
expects it in the 
absence of know- 
EE ™ ing the truth. If 
Joun W. WEBER he is not familiar 
with what is going 
on, he should be told. We all know 
that in the hands of the public today 
rests the largest amount of spendable 


unless he 


cash in the history of our great country. 
If, then, Joe and Mary Blow want to 
build or buy a home at today’s premium 
prices, why do they deliberately set out 
to obtain the largest mortgage possible 
based on those prices? T['ll tell you why 
I believe they do: they have not been 
told the truth, they have not been prop- 
erly educated by the lender, appraiser, 
real estate broker or builder. 


It is common knowledge that the 
lender is under pressure today to employ 
idle funds. By virtue of that, the lender 
either intentionally or unintentionally 
places the appraiser in a position where 
the poor fellow has to reach for the sky 
so the lender can make the loan. He 
has to battle with his conscience every 
time he makes an appraisal; it is not fair 
to him or to the borrower. 


Let today’s prices for either new or 
existing construction be what they may, 
but let me say this—if we fail in our 
duty to acquaint the borrower with ex- 
isting conditions and to think of his 
interests first, last, and always, there will 
be no end to the dilemma in which we 
will all find ourselves. If the real estate 
broker, appraiser, builder, and lender 
will straightforwardly tell Joe and Mary 
Blow that a certain portion of today’s 
construction costs and of the price of 
existing construction is a premium be- 
cause of the law of supply and demand, 
they will soon start to ask questions.and 


be on their guard. 





In this article Mr. Weber de- 
clares that everyone who has any 
stake in mortgage lending has a 
duty to impress upon borrowers 
that a certain portion of today’s 
construction costs and the price of 


existing construction i a premium 





because of the law of supply and 
demand. He suspects that lenders 
haven’t done too we'll in this re- 
gard. He includes an interesting 
analysis of costs today and several 
years ago and concludes with the 


assertion that the average borrower 


can and should be shown why he 
jhould make a larger cash pay- 
ment. Mr. Weber is assistant 
treasurer of the Bankers National 
Life Insurance 
Montclair, N. J. 
MBA. 
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In my opinion, prospective home buy- 
ers, after they know the facts, will do 
one of two things: either build or buy 
if the need is pressing and increase their 
initial equity sufficiently to include the 
premium (they have the funds to do it) 
or hold on to their money until the re- 
lation between supply and demand im- 
proves to gradually reduce or wipe out 


the premium. 


We ought to tell borrowers 
the truth about prices now 


You and a and everyone who has 
any connection with real estate, owe it 
to all the Jo Mary Blows that 


want to build or buy homes to tell them 


and 


the truth about present day conditions. 
They have a right to know and to de- 
cide with proper guidance what path to 
take. It is our duty to make certain they 
make their decision with eyes wide open. 
The tools are available if we have the 
courage to use them to help Joe and 
Mary Blow. At the same time we will 
be helping ourselves. 


Both Raymond Foley and Curt Mack 
told MBA members that FHA would 
steer a “middle of the road” course on 
Theirs 
ap- 


new and existing construction. 


is a realistic, wise, and practical 


proach to a difficult problem. 

A lender who is overcautious because 
of fear or some other reason and em- 
braces too low a cost and price level will 
create two unhappy situations. He will 
get few, if any, loans and will prevent 
many Joe and Mary Blows from get- 
ting that home they have looked forward 
to for so long. On the other hand, a 
lender who is over-optimistic will end 
up with plenty of headaches and will 
have done an injustice to the Blows. 


What, then, is the answer? It must 
be evident that, in the absence of any 
knowledge of whether costs and prices 
are going higher, and if so, how high, 
the sensible and practical way to navigate 
in the cost and price sea is to stay off the 
shoals and keep in the channels until 
there 
the flood tide of costs and prices is be- 
To expect that costs 
and prices will stabilize at 1932 levels, 
which is the lowest point since 1917, is 
unadulterated, wishful thinking. On the 
other hand, to expect that costs and 


is some reasonable indication that 


ginning to ebb. 


prices will stabilize at 1945 levels is 
equally foolish. 

There does not appear to be any like- 
lihood that labor is going to sacrifice 
much of the gains it has made. It, 
therefore, goes without saying that we 


may expect to have increased labor 
costs with us for a long time. Since 


these costs enter in the manufacture of 
materials that go into a home as well as 
the costs of construction, it can be seen 
that this in itself will exert quite an in- 
fluence in stabilizing over-all construc- 
tion costs at a much higher level than 
1932. 


out a point of beginning at other than 


In my opinion, we have to seek 


1932 to commence our approach to de- 
ciding what cost and price level we will 
follow until stabilizing does begin to 
appear, 

According to Roy Wenzlick, the 
over-all cost of building a standard six- 
room, frame residence in St. Louis was 
$6,026 in January, 1940. The average 
cost over all the years from 1913 
through October, 1945, was $6,010. 
In 1913, it cost $3,836, and in October, 
1945, $9,404 to build such a_ house. 
During the years 1913 through October, 
1945, and 
down movements in these costs, but in 
the main there has been 1 steady rise 
since 1932. The cost then was $4,480. 


there have been some up 


Can we assume that labor 
will hold most of its gains? 

It appears that a good place to begin 
at building up to the cost figure for use 
today would be January, 1940. This 
should be a reasonably good base rather 
than 1913, 1932, or some other year. 
The October, 1945 cost of $9,404 rep- 
resents about a 56 per cent increase over 
the January, 1940 cost of $6,026. 

The cost of materials of this house in 
January, 1940, was $3,129, and in Oc- 
tober, 1945, $4,354. This is an in- 
crease of about 39 per Labor 
cost was $1,702 in January, 1940, and 
$3,177 in October, 1945. The increase 
here is about 86 per cent. Overhead, 
profit, and other costs were $1,195 in 
January, 1940, and $1,873 in October, 
1945. The increase here is about 56 
per cent. It can be easily seen that in- 
creased labor have contributed 
largely to the over-all cost increase of 
56 per cent. 


cent. 


costs 
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If we assume that labor will hold 
most of its gains, the only inflationary 
elements left for us to deal with are 
probably confined to material costs and 
contractors’ overhead, profit, and other 
costs. These two elements account for 
about 52 per cent of the over-all cost 
increase of 56 per cent; labor account- 
ing for about 48 per cent. 


Tell the Blows why they ought 
to make a larger down payment 


Let’s go back to our January, 1940 
over-all base cost of $6,026. Would 
you that labor will hold 
about 75 per cent of the October, 1945 
figure? If so, we three- 
quarters of the $1,475 increase in labor 
to our base cost. Next, 
agree that not more than 50 per cent 
of the increase in material costs and of 
contractors’ profits, overhead, and other 
costs is inflationary? If so, we could 
also add one-half of the $1,903 in- 
crease in these costs to our base cost. 
The result would be this: allow $1,107 
of the total increased labor costs and 
$951 of the total material 
costs and contractors’ overhead, profit, 
and other costs. Now we have arrived 
at what could be labeled “stabilized 
costs.” This would be $6,026 + $1,- 
107 + $951 = $8,084, the total over- 
all reasonable stabilized cost of a stand- 
ard, six-room, frame residence built in 
St. Louis. In other words, add about 
34 per cent out of the 56 per cent in- 
crease in total costs to the January, 
1940 base of $6,026. The remaining 
22 per cent out of the total increase of 
56 per cent is considered premium or 
unstabilized costs. 


agree costs 


could add 


would you 


increased 


The point to be made is that Joe and 
Mary Blow should be required to add 
to their normal down payment the dif- 
ference between our reasonable stabil- 
ized cost of $8,084 and the actual Oc- 
tober, 1945 cost of $9,404, or $1,320. 
The Blows should be told why they 
have to make this additional cash pay- 
ment. 

I would like to see every real estate 
broker, life insurance company, banker, 
title company, appraiser, savings and 
loan association, or anyone having any- 
thing to do with mortgage lending get 
squarely behind a movement to thor- 


(Continued page &, column 1) 
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The President Is Asking Building to Do What 
Makers of War Material Could Not Have Done 


ARRON’S hit the nail on the 
head when it pointed out the in- 
between the Presi- 
dent’s conclusion as to where public 
housing begins and private enterprise 


consistency 


ends. 

“Private enterprise,” it says 
housing construction field received a 
thoroughly New Dealish warning from 
the President in his statement that 
‘where private enterprise is unable to 


“ 


in the 


provide the necessary housing, it becomes 
the responsibility of Government to do 
so.” Mr. Truman compared the present 
need with that for production of war 
goods in 1941, but he did not follow 
through in his analysis to see how the 
1941 problem was solved. 

“Government did not have to pro- 
duce the war materie] because business 
was given what amounted to guaranties 
against losses. As a result, manufactur- 
ers went ahead at full speed, giving free 
rein to the ingenuity of millions of in- 
dividuals. 

“Tf business men had been told that 
they must produce at prices determined 


in advance without regard to changes in 
costs, it would have become necessary 
for the government to take over the task. 
Even in wartime, under the spur of 
patriotism, it is very doubtful that by 
compulsion as much would have been 
produced or that on the whole it would 


have been done as cheaply. 


“Yet that is the alternative now pre- 
sented. Prices and rents on new or re- 
modeled housing are being set by the 
OPA in advance, and builders are told 
they must take a chance on the calcula- 
tions being correct. It is quite certain 
they will not be attracted in large num- 
bers. 

“As for government doing the job, its 
only recourse will be a subsidy or a guar- 
anty against loss. Even the federal gov- 
ernment isn’t big enough to undertake 
directly the construction of the five 
million housing units which the Presi- 
dent said are required. Only local build- 
ers and local men know 
where the needs are greatest. The hous- 


real estate 


ing of the people cannot be planned 
from Washington.” 


FHA Won’t Eliminate the 1% Prepayment 
If FHA Property Is Sold to War Veteran 


HE possibility that the prepayment 

premium on properti.s covered. by 

FHA loans might be eliminated 

when sold to veterans was suggested to 

the agency by Charles H. Beutter of the 

St. Joseph Bank and Trust Company. 

Several other members have had the 

same idea, but it appears that FHA will 
take no action in this regard. 

According to B. C. Bovard, FHA 
general counsel, “the suggestion has 
received our serious consideration” and 
points out that: 

“With respect to the general advisa- 
bility or necessity for the one percent 
adjusted premium in the event of pre- 
payment, it is considered absolutely es- 
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sential to the soundness of our program 
and the continued solvency of the mut- 
ual mortgage insurance fund. The abil- 
ity of the fund to pay losses and meet 
all of its operating costs without expense 
to the government is based upon the as- 
sumption that it will continue to receive 
the annual mortgage insurance premium 
until the maturity of the mortgages or, 
if the mortgages are prepaid prior to 
maturity, that it will receive the one 
percent adjusted premium. 


“Tf the insurance could be terminated 
by refinancing without the payment of 
the adjusted premium, it seems clear 
that no annual mortgage insurance pre- 
miums would be received. by the fund 
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after the mortgages had been paid down 
to a point where the lender was willing 
to refinance on an uninsured basis. This 
would seriously impair the solvency of 
the fund. This would not only result in 
loss to the government under its guar- 
anty of debentures issued by the fund 
but would also impair the rights of in- 
dividual home owners in the fund. 

“Section 205 of the National Hous- 
ing Act provides fer the payment to 
mortgagors or home owners who pay 
their mortgages before they are due of a 
proportionate share of any credit bal- 
ance in the particular group account of 
the mutual mortgage insurance fund to 
which their mortgage is assigned. We 
are now in process of making payments 
to approximately 20,000 home owners 
in the approximate amount of $900,000, 
pursuant to the provisions of this Section. 
Thus, individual mortgagors, many of 
whom are veterans, have a very real fi- 
nancial interest in the solvency of the 
fund and any surplus in excess of the 
amount necessary to meet its obligations 
and expenses does not result in profit to 
FHA, but is distributed to the home 
owners entitled thereto.” 


We Have to Pay for 


Low Interest Rates 


The present low interest rate on the 
government debt is a form of indirect 
taxation or confiscation that, in many 
cases, may be far more burdensome or 
inequitable than straight government 
taxation to meet legitimate debt costs. 

Declining interest rates do not in fact 
relieve the public of the debt burden as 
Somebody pays the price for 
these lower rates. They add to tae cost 
of every life insurance policy and reduce 
the income of every savings depositor 


suggested. 


and every investor whether in govern- 
ment securities or in corporat: securi- 
ties. ‘They reduce the income of every 
endowed educational and charitable in- 
stitution. Such costs as these do not go 
up through the federal budget but the 
public pays them nevertheless.—S. Sloan 
Colt, president, Bankers Trust Com- 
pany, New York. 
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Here’s a Dyed in the Wool Public Houser’s 
Idea of Solving Present Housing Shortage 


ORTGAGE men are against the 
M Wagner-Ellender bill. They 

said so conclusively at the New 
York convention and it is evident from 
our correspondence since then that they 
have become even more opposed as the 
implications of this legislation sink in. 

They’re not against the motives that 
inspired the bill but they do think that 
it is unsound, ts definitely socialistic in 
many respects and, further,—and high- 
ly important—it will not solve the im- 
mediate problem of getting homes built 
to relieve the shortage. 

If mortgage and real estate men and 
builders are against this bill, does it 
follow that the public housers enthusi- 
astically endorse it? A large majority 
of them do—but not all. Some public 
housers think the legislation doesn’t go 
One of these is Nathan 
Straus who members will recognize as 
probably the foremost advocate of pub- 
lic housing in this country. In an article 
in The Nation, he proceeds to lambast 
the men who he says are holding up 
building in this country. In “These 
Men Block Housing”, he attacks the 
realtors, builders, saving and loan, and 
apartment house associations and their 
spokesmen but doesn’t mention the 
mortgage people—which is just as well. 
After he gets that off his mind, he then 
proceeds to lay down what he believes 
should be done. For him it’s very 


far enough. 


simple: 

“Congress should immediately enact 
legislation to authorize the United 
States Housing Authority to make loans 
to local authorities sufficient to build two 
million new homes. Probably less than 
10 per cent of the loan funds will be 
used, Snce experience proves that local 
housing authorities can obtain money 
more cheaply by the sale of their bonds 
to private and institutional investors— 
but the loan funds should be available 
if needed. 

“The sum of $100,000,000 should 
be provided by Congress for annual 
subsidies so that rents in the new hous- 


ing built may be adjusted by local au- 
thorities to fit the family incomes of the 
veterans most in need of housing. The 
subsidy required will range from about 
$100 a year to zero. It will probably 
average about $50 per annum per fam- 
ily. 

“Congress should appropriate $200,- 
000,000 immediately for grants to com- 
munities for the purchase of housing 
sites. “The appropriation should include 
a provision by which any unexpended 
balance will lapse on June 30, 1946. 
This will insure prompt action by the 
localities. 

“There should be a further provision 
that no part of this land-purchase fund 
may be used to acquire sites which cost 
more than $2 a square foot in commun- 
ities of more than 100,000 population, 
or $1 a square foot in smaller commun- 
ities. Unless this provision is included, 
the real-estate boards will exert pres- 
sure upon local governments to take 
their decaying and obsolete properties 
off their hands — under the guise of 
‘slum clearance.” The federal grant is 
not to be for buying slums but for buy- 
ing tracts of land on which new, livable 
low-rent homes will be built. The 
limitation suggested will confine pur- 
chases largely to vacant land, and 
thus no families will be dispossessed 
from housing which they now occupy. 
Moreover, the effect of building on va- 
cant land will be to decentralize urban 
populations. This process, called in 
England ‘decongestion of + the central 
mass,’ is one of the cardinal principles 
of a sound housing program. 

“The federal government should 
grant an absolute priority to local hous- 
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SEEKS MORTGAGE POSITION 


Man with 18 years banking, life insurance and 
mortgage company experience desires connection 
with life company or other financial institution. 
Experience includes property management, apprais- 
als and office detail. Write Box 112, Mortgage 
Bankers Association of America, 111 West Wash- 
ington Street, Chicago, Illinois. 
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ing authorities for both labor and ma- 
terials to get the two million dwellings 
built as quickly as possible. Because of 
a temporary shortage of critical ma- 
terials, it may be wise to prohibit all pri- 
vate residential construction for the 
first six months of this year. All avail- 
able material and labor would thereby 
be channeled into the construction of 
homes for those whose need is greatest. 
Announcement of such a policy would 
signalize in an appropriate way an about- 
face by our government and a new 
determination to act swiftly. 

“The amendments to the United 
States Housing Act outlined above could 
be written on one sheet of paper. If 
enacted into law during the month of 
January, most of the vacant land re- 
quired could be bought and available for 
the erection of housing by April 1. By 
fall several hundred thousand new, 
livable, low-rent homes could be ready 
for occupancy.” 


Mass Produced House 
One of Biggest Needs 


F YOU were asked to name the five 
most important inventions needed 
by man, do you have any idea what 

vou’d say? We didn’t either but Don 
Wharton in Nation’s Business has taken 
it upon himself to decide that question. 
His idea is that the five things needed 
most are: cheap atomic power, weather 
control, power without wires, low cost 
fabrics and mass production homes. 

That reminded. us that we have heard 
relatively little discussion among mort- 
gage men about mass produced houses. 
What do they think about this develop- 
ment? We confess we don’t have a 
clear idea as to what their opinion is. 
But here’s Wharton’s opinion: 

“What is needed is a house that will 
do for domestic shelter what the auto 
did for transportation. The need is ob- 
vious. As our National Resources Com- 
mittee recorded, “The provision of do- 
mestic shelter has been one of the slow- 
est of the arts to respond to the wide- 
spread technical progress of recent 
times.’ 
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and labor unions. 


There are many reasons for this 
slowness. On the one hand, we have 
plasterers refusing to use premixed plas- 
ter, plumbers refusing to connect plumb- 
ing on prefabricated houses, building 
code restrictions, and boycotts by dealers 
On the other hand, 
development of prefabricated houses has 
largely been in the hands of people try- 
ing to sell materials rather than shelter. 
One company goes in for steel houses 
because it wants to sell steel. Another 
into plywood because of interest in lum- 
ber. What’s desired is the truly indus- 
trial engineering approach, with all in- 
terest on producing shelter and a com- 
pletely open mind as to materials. 

“Tt is as if autos had been in the 
hands of lumber companies, obstinately 
insisting they be built of wood. On top 
of all this lies the conservative hand of 
architecture which clings to ancient 
forms and even as late as 1930 planned 
to put a stone skirt over the magnificent 


steel towers of the George Washington 
bridge. Such people resist mass produc- 
tion with talk about the necessity of 
houses being ‘different’—completely ig- 
noring the fact that we have mass pro- 
duction of autos and stil] have some 19 
different makes, with various color com- 
binations. Fears of various labor groups 
for their jobs are also groundless. Autos 
created far more jobs than they dis- 
would 


placed. So mass - production 


houses. 

“The auto was more efficient than 
the horse-and-buggy and still it provided 
more jobs (an apparent paradox) be- 
cause it made possible more travel for 
the average man. The mass-production 
house could also be more efficient and at 
the same time provide more jobs by 
making possible more shelter for the av- 
erage man. It has been suggested that, 
as a starter, we need a great research 
organization.” 


A Public Houser and a Builder Agree on 


One Thing 


at Least — Cheaper Money 


(Impressions of a Debate) 


The nation’s leading figure in public 
housing and a leading spokesman for the 
builders’ interests recently agreed on one 
thing at least, namely, that lower — 
much lower — mortgage interest rates 
is what we need to solve the housing 
crisis. Public housers and builders may 
fight about other things — and some- 
times that seems to be about everything 
— but when it comes to cheaper money, 
they frequently snuggle up close to each 
other. 

The other night Secretary Patterson, 
this writer and a score or more mem- 
bers of Chicago MBA sat until after 11 
o’clock listening to a debate between 
Philip M. Klutznick, Federal Public 
Housing Authority Commissioner, and 
George F. Nixon, past president of the 
Chicago Metropolitan Home Builders 
Association and the national association 
as well. Their subject was “Will the 
housing needs best be satisfied by the 
passage of the Wagner-Ellender-Taft 
bill?” 
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This was a new experience for 
Klutznick but Nixon had previously de- 
bated the same subject with Senator E]- 
lender and. Senator Taft. Curiously, 
only a somewhat minor portion of the 
discussion was on the bill itself. In fact, 
any intelligent person unfamiliar with it 
and at the same time capable of under- 
standing so complex a measure, would 
have known relatively little more about 
it than he did before he came. There 
was a large crowd including a number 
of women, who —to say the least — 
didn’t appear to be type of people to 
whom a discussion of such a complicated 
measure would appeal. Probably it isn’t 
so surprising if we will stop to appraise 
the fanatical zeal with which 
groups are plugging for the Wagner- 
Ellender bill. (This writer knows of 
an instance where a majority of the 
members of a rather large church passed 
a resolution urging passage of the bill.) 


some 


The principal points emphasized by 
the speakers had to do with socialistic 
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factors in public housing, where the 
blame for the housing shortage ought to 
be placed, what low income groups can 
afford to pay for housing, etc. The ex- 
change of views was featured by seem- 
ingly bitter recriminations with refer- 
ences such as “fellow traveler” and 
questioning of each other’s figures. 


But there was one thing that both 
speakers agreed on — lower and lower 
interest rates on mortgage loans. Strange 
to say, this occupied as much time as al- 
most any other single subject. 

Mr. Nixon’s program had _ four 
points: revision of building codes, elim- 
ination of make-work practices by cer- 
tain unions, reduction in cost of some 
materials and equipment and reduction 
of mortgage interest rates to conform 
with the 3 per cent rate for a 40 year 
maturity provided for in the Wagner- 
Ellender Bill for farmers and coopera- 
tives.* 

Nixon demanded to know why farm- 
ers “and the CIO” could get 3 per cent 
mortgage money for 40 years and the 
veteran couldn’t. That did it, as far as 
Klutznick was concerned. Why, of 
course, he was for lower mortgage in- 
terest rates and always had been! He’d 
like to see them even lower than pro- 
vided for in the bill. He wasn’t going to 
argue with Nixon on that. 


“But you will have to get your con- 
ferees, the mortgage bankers, to go 
along. They are opposed to such terms. 
In fact, they think there is treachery in 
a 4 per cent loan for 32 years...” 

Significantly, meither speaker  at- 
tempted to explain who was going to 
buy these 3 per cent loans maturing in 
4() years — and no one in the audience 
brought up the subject. 

What it adds up to is this: If we’re 
fighting for private enterprise, shouldn’t 
we go all the way and fight for all pri- 
vate enterprise? We can’t very well just 
fight for that part of it that affects us. 
A debate might be in order on who’s 
going to buy these low rate loans, what 
will happen to the secondary market, and 
how will the institutional buyer like it? 


* But Mr. Nixon didn’t say “cooperatives” — 
he said “CIO.” The latter, of course, isn’t men- 
tioned in the bill. 
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Memphis MBA Urges Amendment to Permit 
FHA to Help Effectively in Easing Shortage 


An amendment to the National Hous- 
ng Act, similar to that which created 
Title VI, is proposed by members of the 
Memphis MBA in a resolution passed 
ind sent to the ‘Tennessee state director 
of FHA, Commissioner Raymond Foley 
and President Kanaley. The resolution 
points out that the nation 1s confronted 
with a desperate housing shortage and 
that while the situation during the war 
was also acute, it was largely met by 
Title VI which permitted FHA to ree- 
ognize and insure loans involving cur- 
rent costs. 
imme- 


taken 


diately but that “it is not our purpose to 


It urges that action be 


suggest such a measure as a permanent 
part of the FHA structure but to limit 
the duration of the amendment to the 
extent of the housing emergency.” 

Jas. } . 
committee handling the matter, has 
elaborated on ths Memphis MBA’s posi- 
tion in his letter to President Kanaley 


McGeehee, chairman of the 


“ 


and says his members “view with serious 
concern the present ineffectual position 
of FHA. 
made, a large part of our membership 
will be deprived of FHA facilitics and 
considerably 


7 
Unless some changes are 


we will be rendered less 
effective in helping returning veterans”. 

He suggests that the amendment pro- 
vide for the elimination of “the phrase, 
‘economically sound,’ for a period of 
twelve months from the date of enact- 
ment and the substitution of the phrase, 
‘acceptable in view of the emergency.’ 
Ihe amendment should further provide 
that ! 


nize 


commitments issued which recog- 


current costs would be available 


only to home-owner occupants, or, in 
other words, that the same regulations 
appearing under Section 3 of the Ad- 
ministrative Rules of Title II be made 
applicable to all cases in connection 
with which FHA would be permitted 
to recognize current costs. 

“This would, of course, eliminate, 
and properly so, the issuance of firm 
commitments to operative builders, ex- 
We 


cept on a basis of stabilized costs. 


do not propose relaxation of any FHA 
requirement or standard as to location, 
construction, or borrower analysis. Con- 
vrTess would be expected to provide, as 
was done under Title VI, a special re- 

as , a special re 


conversion emergency housing fund 
against which new construction com- 


mitments would be charged as they are 


issued. 
“We view with considerable con- 
cern,” he continued, “the prospect of 


having mortgage lenders deprived of 
FHA facilities at a time when everybody 
must cooperate to relieve the housing 
shortage; but, in attempting to use the 
facilities of the FHA in competition 
with those of the GI Bill for veterans 
and in competition with some of the 
other mortgage-lending agencies in the 
country, we fee) that we have little to 
offer. 
ing, however, will enable us to take our 


Our proposed method of financ- 


proper part in this tremendous program 


and provide homes within the means of 
both veterans and. civilians. We do not 
think that this method of financing is 
necessarily required as a further induce- 
ment to operative builders but would 
act primarily as a method of financing 
which would be of inestimable assistance 
to purchasers of small homes. This 
plan, if adopted, would, we believe, ac- 
complish the following results: 
1. Enable approved mortagees 
ating through FHA to participate 
to the fullest extent in relieving the 
present housing emergency 


ope r- 


2. Permit approved mortgage-s operat- 
ing under Section 505 of the GI 
Bill effectively to assist in providing 
homes for returned veterans 

. : ; : 

3. Tend to control the inflation of 


prices on existing dwellings by pro- 
ducing new homes 
4. Restore FHA to 


same position of dominance it occu- 


essentially that 
pied in combating the housing short- 
ge during the war years.” 
Mr. McGeehee that 


ments issued by FHA on new construc- 


said commit- 





With the beginning of what 
may well be the greatest residen- 
tial construction boom in the his- 
tory of the country, the appraiser 
must pay particular attention to 
the design of a home as an influ- 
ence on value. Past experience 
has indicated that the caprice of 
the buying public has brought into 
being many honestly but ill-plan- 
ned homes and it is likely to to do 
so in the near future. 

The public may or may not 
have a lasting interest in dwellings 
of the so-called “ultra modern” 
type. Freakish design either on 
the interior or exterior may penal- 
ize a house in a competitive selling 
market and is one of the factors 
of depreciation the appraiser must 
consider. 

Architectural harmony of a 
home with its adjoining residences 





Beware of Freakish Architecture 


and its conformity to a particular 
site may enhance the value to a 
large degree and usually such a 
home has a ready market. On the 
other hand, inharmonious 
struction such as a Spanish type 
house, in a section devoted to red 
brick, Colonial homes, often fails 
to find a buyer in a competitive 
sales market, and the adjoining 
buildings usually suffer a loss of 
value because of its presence. 


con- 


The appraiser should carefully 
judge not only the construction of 
the home but also its design with 
the eyes of the purchasing public 
and probable likes and dislikes 
both in the present and in the fu- 
ture.—From the current A pprais- 
al Briefs published by the Chicag« 
MBA in its series on better loans 
through better appraisals. 
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tion at the present time and under exist- 
ing procedure represent approximately 
seventy to seventy-five per cent of actual 
cost. This condition makes apparent 
FHA’s inability to serve the home-seek- 
ing veteran and is emphasized by certain 
liberalizations under the new GI Bill. 

The committee, in its letter to Com- 
missioner Foley, declared: “Some prog- 
ress has already been made in the direc- 
tion of solving this problem. The 
recently announced HH program deals 
effectively with the channeling of ma- 
terials into the small-house field; the 
revised GI Bill, liberalizing its loan 
policy, will undoubtedly help materially 

-this, despite the fact that it has ren- 
dered Section 505 almost inoperative 
and has quite materially improved th« 
operation of Section 501 of the bill. We 
are also promised assistance in ‘breaking 
bottle necks and cutting red tape.’ 

“It is quite apparent, therefore, that 
many essential elements in the problem 
of producing homes have already been 
geared to an emergency operation. We 
believe that it is now time for FHA to 
so treat its procedure. The principal 
problem in operating through FHA is 
the requirement under present regula- 
tions that they recognize stabilized cost 
instead of current cost. We do not rec- 
ommend any change in the approach to 
appraisals on existing properties; we do, 
however, suggest that FHA consider 
the question of new homes as present- 
ing an entirely different problem.” 

A somewhat similar proposal to that 
of the Memphis Chapter’s was advo- 
cated by MBA’s executive committee in 
its statement to the Senate Banking and 
Currency Committee last November 
when it was suggested that the National 
Housing Act be amended to provide for 
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100 per cent loan to veterans at 4 per 
cent without insurance premium and 
with losses and administrative expenses 
to be provided for through a_ special 
fund. 

George D. Anthony, vice president of 
the Mullenix Mortgage Company, 
Cleveland, suggests that Congress ex- 
tend Title VI, both Sections 603 and 
608. 

“T recommend that FHA Commis- 
sioner Foley and Assistant FHA Com- 
missioner Mack agree on the typical 
rental and sale price that the veteran can 
afford to pay and, after these limitations 
have been determined, that Sections 603 
and 608 be extended and amended to in- 
crease the $5,400 limit to an amount so 
determined. 

“Congress can extend Title VI and 
appropriate another fund for the added 
risk within ten days. The vehicle is still 
there. All it needs is refueling. If 
mortgage bankers go all out for the ex- 
tension of Title VI, Congress will rec- 
ognize the possibilities of convincing the 
builders that GI’s want a home they can 
afford on terms approved by FHA. 
Builders must be encouraged to build for 
the great majority and they have dem- 
onstrated that, given the proper financ- 
ing such as was available under Title 
VI, they can produce good housing in 
acceptable neighborhoods in great vol- 


” 
ume. 


Mr. Anthony’s idea is being proposed 
by many MBA members who think 
Title VI should be revived. But, on the 
other hand, there are many other mem- 
bers who are equally positive that no 
such action should be taken. As this 
issue goes to press, MBA’s Washington 
Committee is getting ready to meet in 
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Washington with President Kanaley, 
Vice President Hollyday and others to 
consider this and other problems. 





EARLE DRAPER IS HEAD 
OF HOUSING TRENDS, INC. 
A new service for mortgage lenders, 

designed to help institutions secure a 

larger share of the new small home 

mortgages that will finance the antici- 
pated new home building, has been an- 
nounced by E. S$. Draper, who, until 

October 1, was deputy FHA commis- 

sioner. Mr. Draper has accepted the 

presidency of Housing Trends, Inc. 

Associated. with him as vice president of 

the new company is Kenneth Duncan, 

for many years treasurer and general 
manager of the Harmon National Real- 
ty Organization, one of the largest firms 
of community builders in the country. 
The consulting architects of Housing 

Trends, Inc. are Randolph Evans and 

Henry Otis Chapman, of the architec- 

tural firm of Chapman and Evans. Mr. 

Evans is one of the outstanding small 

house architects of America and served 

as consulting architect for such firms as 

Sears, Roebuck & Co. and Bethlehem 

Steel Corporation. He designed the 

houses for Sears’ phenomenally success- 

ful prewar home club communities. 
The men back of Housing Trends, 

Inc. have felt that the only intelligent, 
practical means of bringing the best de- 
signing and engineering to the small 
house builder was to reduce the unit 
cost of such services by spreading it over 
a number of operations, for it has long 
been a paradox of the small house field 
that here, where good design and engi- 
neering were of the utmost importance, 
builders seemed unable to justify the 
cost, with the result that a very high 
percentage of small homes were built 
entirely without benefit of architect. 

Housing Trends, Inc, wil! offer mort- 

gage lenders a service designed to serve 

as the corner-stone of any program of 
technical advice and service which the 
lender will furnish his borrowers. The 
service will supplement the lenders own 
promotional plan and will convert in- 
terested prospects into actual mortgagors. 

Earle Draper tells us that the pros- 
pectus for his new venture will be ready 
around February | and that a copy will 
be sent to each MBA member. 


AJ 








Lectures MBA-NYU Urban Mortgage Loan 


Conference Now Available in Book Form 


The twelve lectures comprising the 
MBA-New York University Confer- 
ence on Urban Mortgage Lending are 
now in book form and every 
MBA member has received a copy. This 
is one of the most important publica- 
tions MBA or any 
stitution has issued on mortgage lending. 
Handsomely bound and containing more 
300 


available 


organization or in- 


than pages, this work will prove 


invaluable for mortgage lenders for 


years to come. It is hoped that members 
will retain their copies and send a check 
to the publishers for $5. Non members 
can buy at $6. Of course, 
liberty to return the book if they choose. 

What 


as timely 


they are at 


is significant is that the work 


is just today as when the lec- 
Subjects treated 
loan fi- 


income tax on 


tures were delivered. 


include construction 
effect of the 


stments, 


in detail 
nancing, 
inter- 


real estate inv mortgage 


est rates, formulas for determining 
standard costs of producing and. servic- 
loans by insurance 
banks, minimum 


yield requirements on mortgage invest- 


ing mortgage com- 


panies and savings 
insurance and sav- 
function of the 


a lending institution, 


ments by 
ings banks, 


companies 
review ap- 


pri uiser for mort- 


gage lending policies of the future and 


servicing a mortgage portfolio—locally 


and at long range. These lectures are 


by some of the most successful mortgage 


lenders in the country. The book has 


the stamp of authority. 


Those who heard the lectures when 


given and have since reviewed the book 





BIGGEST PROBLEM 

ed from page 2) 

oughly Blows along the 
lines stated in this article. The Institute 
of Life Insurance, ABA, United States 
and MBA 


all these could bring tremendous pres- 


(Cl ontinu 


educate the 


Savings and Loan League, 
sure to bear on the inflationary elements 
and truthful 
education of every potential home buyer. 


present through a sincere 


benefit from a 
and the threat 
government actions and controls 


Everyone should 
movement of this kind, 
of new 


may disappear in the process. 


say it is by far the most practical work 
published in years for a mortgage man; 
well rewarded by re- 


taining their Copy and 


members will be 
giving it careful 


study. 





People and Events 











New Jersey MBA members heard 
Roy Wenzlick speak on real estate 
conditions today at their recent dinner 
meeting .. . We regret to announce the 
death of George W. Jones, former 
senior partner of Beverly Hills Se- 
curities Corporation Frank 
Hoopes, D. P. Graves and Helen El- 


gan, the three surviving partners, have 
formed a new partnership . . . Chicago 
MBA has a new full-time executive 
secretary, Helen M. Lawler, who suc- 
ceeds Mrs. Marguerite Moyer, re- 
signed. Until recently, Miss Lawler 
was secretary to the state chaisman of 
the Illinois War Finance Committee 

. Franklin Briese has been elected 
treasurer of Minnesota Mutual . . 

R. H. Brownell has been elected 
president of Union Square Savings Bank 
in New York to succeed Irving Van- 
Zandt New 
York’s youngest bank presidents . . . it 
was a surprise to hear of the resignation 
of James Twohy as governor of the 
Federal Home Loan Bank Sy stem to re- 
turn to private business in San Francisco 

. MBA’s officers have worked closely 
with Mr. Twohy on mortgage prob- 
lems in the past... 


and thus becomes one of 





ETURNING ON 
FURLOUGH TO 
PULASKI, wie, 
(pop. 979), ), G.I. 
FOUND HOME TOWN 

. aii. DEAD 





yi ab THEN PERSUADED LARGE 


f : wa 280 OF PuLasKIS 
G.L.S PLAN To 
RE-SETTLE THERE. 








Be Srrcione TOWNSFOLK RAISED an 


This a! 


<n AN V.RAANCK 


FUND TO BUILD A SHOE FACTORY, 


\* CHEESE FACTORY TO OPEN 
LOCAL PLANT... 


OUSED CIVIC PRIDE 
INSPIRED PAINT-UP. 
CLEAN-UP CAMPAIGN,’ 
F BETTER BUS SERVICE,’ 

> FREE PARKING CEATER.. 





WITIATIVE + UP-AND-DO= 
¥ AMEIVOAN PROGRESS. 
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